
 

 

CITY OF SNOHOMISH 
Founded 1859, Incorporated 1890 

 
116 UNION AVENUE  SNOHOMISH, WASHINGTON  98290   TEL (360) 568-3115  FAX (360) 568-1375 

 

NOTICE OF SPECIAL MEETING 

 

 

SNOHOMISH CITY COUNCIL 

 

in the 

George Gilbertson Boardroom 

1601 Avenue D 

 

 

TUESDAY 

September 20, 2016 

6:00 p.m. 

 

 

WORKSHOP AGENDA 

 

 

6:00 1. CALL TO ORDER 

 

 2. DISCUSSION ITEM –  Utility Rate Structure (P.1) 

 

6:55 3. ADJOURN 
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Date: September 20, 2016 

 

To: City Council 

 

From: Jennifer Olson, Finance Director   

 

Subject:  Utility Rates - Discussion 

________________________________________________________________________ 

 

PURPOSE: The purpose of this workshop is for City Council to discuss the current water, 

wastewater and storm water rates (See Attachment A). Water and wastewater rates contain a 

base rate, which includes 4 units of consumption and a volume rate for every unit of 

consumption used over 4 units. Storm water rates are based on Equivalent Residential Unit 

(ERU) or Impervious Surface Unit (ISU). This workshop is intended to be interactive and a 

hands-on review of wastewater rates and unit consumption scenarios, with the expectation City 

Council will provide staff with policy direction on future rate structure and the setting of rates for 

2017 through 2019. 

 

BACKGROUND: The City supplies water to customers and calculates consumption through 

water meters with readings taken bi-monthly. Wastewater charges are based on water usage with 

the exception of summer months where wastewater charges are based on winter use or typically 

known as the winter average. Storm water units are based on property size and amount of 

impervious surface that affects storm water runoff. Consolidated bill statements are generated for 

two-months of household consumption and include charges for water, wastewater, storm water, 

garbage, recycling and yard waste.  

 

ANALYSIS: Historically, utility rates have been set in three-year cycles typically after a rate 

study has been conducted to analyze the sufficiency of revenues to meet operating expenses, 

operating reserve requirements, debt service obligations and the capital infrastructure costs 

associated with municipal water, wastewater and storm water systems. For 2014-2016 rate 

setting, the City contracted with FCS for an analysis of water, wastewater and storm water rates 

for the current 3-year period.  

 

Water Rates 

For 2017-2019 water rate setting, rates were analyzed by the FCS Group as part of the study to 

determine feasibility of closing the water treatment facility and purchasing all the City’s water 

from the City of Everett. Water rates were recommended by the consultant to increase 2.25% 

each of the three years. No analysis of the water rate structure – base or overage charges – was 

part of the study (See Attachment B). The table below is historical water base and volume rates 

charged since 2005: 
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Wastewater Rates 

In October 2015, as part of the 2016 budget development process, staff provided an overview of 

the Utility Enterprise Funds and their financial condition and discussed with the City Council the 

potential for paying off certain utility debt obligations. A wastewater fund cash flow analysis 

was conducted, in-house, taking into account future rate generated revenues, connection charges 

based on existing developments, operational cost inflation, revised future capital projects and 

fund reserves. The USDA wastewater bond was paid off in November 2015. 

 

In March 2016, the City Council conducted a workshop on the current state of the wastewater 

treatment facility and collection system. For many years, the City was under an agreed order 

with the Department of Ecology to update and improve the City’s wastewater system or risk 

being required to send all wastewater to the City of Everett at a significant cost to City 

wastewater customers. The City made significant improvements to the system and is no longer 

under this order. However, wastewater capital infrastructure is always in need of system 

improvements and a ten-year capital investment plan was updated to ensure that the City stays 

compliant with all regulatory agencies. 

 

With the updated wastewater system capital projects, staff updated the October 2015 cash flow 

analysis and debt review to determine the level of annual revenues necessary to ensure that 

future resources are available for capital investments as well as sufficient funds for operations, 

maintenance and debt service coverage. The City Council reviewed the current state of the 

wastewater treatment system and future capital infrastructure improvement needs and directed 

staff to prepare a wastewater rate resolution that reduced wastewater rates by 10% (See 

Attachment C). A draft resolution and staff report was prepared for the August 16
th

 City Council 

agenda, but was cancelled due to a request to review historical wastewater rate increases and a 

proposal (See Attachment D) to modify the rate structure to restore past wastewater rate 

increases that negatively affected lower consumption water and wastewater consumers.  
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The table below is the historical wastewater base and volume rates charged since 2005: 

 
 

Staff has prepared a wastewater rate analysis tool where many scenarios of base rate and volume 

rates can be assessed. See Attachment E for an example of the wastewater rate analysis tool. A 

variety of rate scenarios will be demonstrated during the workshop and staff will seek council 

policy direction on setting the wastewater rate structure. Wastewater rates options for City 

Council consideration may be: 

 Fixed bi-monthly charge. This rate structure would mean all customers pay the same 

charge regardless of use or volume 

 No base rate. This rate structure would mean all customers pay based only on actual use. 

 Base rate for up to a fixed amount of use and volume rate for any use over the base. 

This rate structure is currently in place; however, a request to assess the amount of the 

base rate vs. the volume rate has been reviewed. The question to be addressed is should 

the base rate be lowered significantly to positively impact low consumption users and 

increase the volume rate to continue to encourage customers to curb their water 

consumption which subsequently reduces wastewater usage. 

 

Storm Water Rates 
For 2017-2019 storm water rate setting, staff prepared a cash flow analysis to determine the level 

of annual revenues necessary to ensure that future resources are available for storm water capital 

investments as well as sufficient funds for operations and maintenance. Based on the proposed 

five-year 2017-2019 CIP along with an additional five-year capital infrastructure outlook on 

storm water system needs, Storm water rates are recommended to increase 2.0% each year. No 

analysis of the storm water rate structure – base only – was part of staff’s review (See 

Attachment F). The table below is the historical storm water rates charged since 2005: 
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Below is a comparison of utility rates and charges for neighboring communities. The rates that 

other communities charge for water, wastewater and storm water are often not easy to compare 

as communities base utility rates on unique operations and maintenance required for the utility 

systems in place along with unique capital infrastructure investments necessary to maintain those 

utility systems. The comparison uses a consumption scenario to make a comparison of rates: 
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STRATEGIC PLAN REFERENCE: “High quality and sustainable city services” 

 

RECOMMENDATION:  That the City Council DISCUSS water, wastewater and storm 

water rates and DIRECT staff regarding preparation of a utility rate resolution intended to 

set utility rates for 2017-2019. 

 

ATTACHMENTS:  

 

A. 2016  Utility Rates 

B. FCS 2016 Water Rate Study 

C. March 2016 Wastewater Workshop 

D. Councilmember Hamilton Analysis of Wastewater Rates 

E. Example of Analysis Tool for Wastewater Rates 

F. Storm water Cash-flow Analysis and Proposed Rates 
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ATTACHMENT A 
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ATTACHMENT B 
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ATTACHMENT C 
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ATTACHMENT D 
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ATTACHMENT E 
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ATTACHMENT F 

 

 

 


